South Carolina Office of Regulatory Staff’s
Review of South Carolina Electric & Gas Company’s
2019 Annual Update on
Demand Side Management Programs and
Petition to Update Rate Rider
Docket No. 2019-57-E

EXECUTIVE SUMMARY

On January 31, 2019, South Carolina Electric & Gas Company (“SCE&G” or the “Company”)
filed its Annual Update on Demand Side management Programs and Petition to Update Rate
Rider. The Company is requesting to recover $30,305,738 in this filing.

SCE&G’s amortized program costs, with carrying costs, constitutes $13,765,392 or 45% of
the total requested amount. Net Lost Revenues (“NLR”) is $15,076,448 or 50% of the total
requested amount, and $1,463,898, or 5% of the total requested amount, is the amortized
portion of the Company’s Shared Savings Incentive (“SSI”).

ORS is encouraged by the continued increased participation in the Company’s programs as
well as the decreases in three of the four rate riders and finds the updated DSM Rate Rider
to be developed in accordance with the terms and conditions set forth in the Commission
Order Nos. 2010-472 and 2013-826.

The following table compares the previous DSM Rate Riders to those currently requested by
SCE&G:

Approved Requested
DSM Rider Class 2018 Rate 2019 Rate
(¢/kWh) (¢/kWh)

" Residential 0.221 0.184
Small General Service 0.259 0.274
Medium General Service 0.182 0.176
Large General Service 0.095 0.093

The Company’s requested rate change would reduce the bill of an average residential
customer using 1,000 kilowatt hours (“kWh”) per month by approximately $0.37.
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INTRODUCTION

South Carolina Electric & Gas Company filed a Request for Approval of its Demand Side
Management (“DSM”)! Plan Including a DSM Rate Rider and Portfolio of Energy Efficiency
Programs with the Public Service Commission of South Carolina (“Commission”) in Docket
No.2009-261-E on June 30, 2009. Nine (9) DSM programs were proposed by the Company -
seven (7) targeting residential customers and two (2) for commercial and industrial
customers. Two (2) settlement agreements - the General Settlement Agreement and the Opt-
Out Settlement Agreement — were approved by the Commission in Order No.2010-472 dated
July 15, 2010.

On May 31, 2013, the Company filed an Application for Approval to Continue Demand Side
Management Programs (Docket No. 2013-208-E) with no change to the DSM Rate Rider and
with a revised portfolio of DSM programs. A Settlement Agreement was reached by the
Company, the South Carolina Office of Regulatory Staff (“ORS”), the South Carolina Energy
Users Committee and Wal-Mart Stores, East and Sam’s East, Inc. On November 26, 2013, the
Commission approved the Settlement Agreement and ordered the following:

e the Company’s revised portfolio of DSM programs should be approved as filed;

e the Company should retain the authority and flexibility to modify, amend, terminate
and/or add any measure or program without seeking prior Commission approval;

e the Company should continue to file annual reviews of the programs and program
costs with the Commission and the ORS;

e the Company should review additional programs designed specifically for low-
income participants;

e the Net Lost Revenue (“NLR”) recovery should be limited to a rolling three (3) year
period; and

e the amortization period for the recovery of Program Costs and Shared Savings
Incentive (“SSI”) should be five (5) years.

The Settlement Agreement also provided the option for certain non-residential customers
having annual energy consumption of 1,000,000 kWh or more to opt-out of the DSM
programs and required that non-residential customers who accepted a DSM rebate from the
Company remain in the programs for five (5) years from the date of acceptance. Finally, the
Settlement Agreement provided that any party could request a review and submit proposed

1 SCE&G refers to the programs as DSM programs, and ORS does the same, even though the programs are
better described as energy efficiency programs.
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changes to both the mechanism and the portfolio of programs after six (6) years. The
Settlement Agreement was approved by the Commission in Order No. 2013-826.

On January 31, 2014, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2014-44-E.
After reviewing the Company’s filing in this case, ORS made several recommendations that
were subsequently approved by the Commission in Order No. 2014-381. Those
recommendations are as follows:

e the elimination of the Residential Energy Information Display Program and Home
Performance with ENERGY STAR Program due to the programs’ lack of cost-
effectiveness;

e thereduction in the recovery of projected NLR by 25% to mitigate costs to ratepayers
stemming from participation estimates; and

e the modifications to the Residential ENERGY STAR Lighting Program to ensure that
incentives are available to SCE&G customers only, and to reflect changes occurring
due to federal standards that are removing certain bulbs from the marketplace.

On January 30, 2015, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2015-45-E.
Concerning this case, ORS made the following recommendations that were subsequently
approved by the Commission in Order No. 2015-307:

e the limitation of collection of NLR for the Home Energy Report Program to the time
the customer is enrolled in the program;

e the elimination of the rebate offered for air conditioners with an energy efficiency
rating of 14 SEER or below under the Heating & Cooling and Water Heating
Equipment Program,;

e encouragement for the Company to explore cost-effective methods to increase its
energy efficiency efforts and to use the Advisory Group as a resource for program
growth and design and to reduce administrative costs associated with the DSM
programs; and

e an investigation by the Company to address the causes of the large number of opt-
outs from the DSM programs by large commercial and industrial customers.

On January 29, 2016, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2016-40-E.
ORS recommended that the Company update the avoided costs used to compute the benefits
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and overall cost effectiveness of the programs. ORS and the Company will continue to
monitor cost effectiveness of programs to determine if future modifications are necessary.

On January 31, 2017, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2017-35-E.
ORS recommended that the Commission approve the updated Rate Rider as requested.

On January 30, 2018, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2018-42-E.
ORS recommended that the Commission approve the updated Rate Rider as requested.

On January 31, 2019, the Company filed its Annual Update on Demand Side Management
Programs and Petition to Update Rate Rider with the Commission in Docket No. 2019-57-E.
The Company is requesting the updated DSM Rate Rider be effective for the twelve (12)-
month period beginning with bills rendered on and after the first billing cycle for May 2019
and ending with the last billing cycle for April 2020 (“Recovery Period”). ORS, in accordance
with the terms of the approved Settlement Agreements, conducted a review of SCE&G’s Filing
which included evaluation of the three (3) major cost components associated with the
Company’s DSM programs—Program Costs, NLR, and SSI.

The following table illustrates the Program Years since the inception of the programs:

Pr‘(()g;:m Beginning Date Ending Date
1 October 1, 2010 November 30, 2011
2 December 1, 2011 November 30, 2012
3 December 1, 2012 November 30, 2013
4 December 1, 2013 November 30, 2014
5 December 1, 2014 November 30, 2015
6 December 1, 2015 November 30, 2016
7 December 1, 2016 November 30, 2017
8 December 1, 2017 November 30, 2018 “Review Period”
9 December 1, 2018 November 30, 2019 “Forecast Period”

The Company’s actual costs were audited for the period December 1, 2017 through
November 30, 2018 (“Review Period” or “Program Year 8”). ORS also reviewed the
Company’s cost projections for the period December 1, 2018 through November 30, 2019
(“Forecast Period” or “Program Year 9”).
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DSM PROGRAMS

The Company currently offers eight (8) DSM programs. The programs and the launch dates
of each program are as follows:

Residential Programs

i.  Home Energy Check-Up 10/01/2010
ii. ENERGY STAR Lighting 02/14/2011
iii. Heating & Cooling 03/01/2011
iv.  Home Energy Reports 04/06/2011
v.  Neighborhood Energy Efficiency Program (NEEP) 7/30/2013

10/30/2014

vi.  Appliance Recycling

Commercial and Industrial Programs

vii.  EnergyWise for Your Business 10/01/2010

viii.  Small Business Energy Solutions e

During Program Year 8, the Company made the following changes to its program offerings:

e Theresidential ENERGY STAR Lighting Program continues to grow via the Company’s
on-line store and the distribution of free LED bulbs at Company business offices.
Direct mailings were used to promote the program with low income customers, and
smart lighting and advanced power strip measures were added to the on-line store.

e The Appliance Recycling program became a Responsible Appliance Disposal partner
with the Environmental Protection Agency by going above and beyond the minimal
recycling practices required by law.

e The Neighborhood Energy Efficiency Program further expanded the inclusion of
mobile and manufactured homes, including both single and multi-family homes.

e Tubular LED lighting was added to the Small Business Energy Solutions Program in
June of 2018.
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DSM CosT EVALUATION

The total cost the Company is seeking to recover in this filing is $30,305,738. For the
programs currently in place, the Company estimates that average lifetime costs will be 3.08
¢/kKWh saved.

SCE&G’s amortized Program Costs, with carrying costs, results in a request of $13,765,392,
or 45% of the total requested amount. The Company is requesting $15,076,448 for NLR, or
50% of the total requested amount. SCE&G does not amortize its NLR and recoups the total
amount during the Recovery Period. Finally, SCE&G is requesting $1,463,898, or 5% of the
total requested amount as SSI to be amortized over five (5) years without carrying costs.

Requested Cost Recovery
Total 530,305,738

$1,463,898 (5%)

B Amortization of Program Costs M Net Lost Revenues = Amortzation of Shared Savings Incentive

The total unamortized cost for SCE&G’s programs to date is $91,222,897. This amount
includes the Program Costs balance of $68,826,959 (75% of the total unamortized cost); NLR
of $15,076,448 (17% of the total unamortized cost); and SSI balance of $7,319,490 (8% of
the total unamortized cost). The following chart illustrates the proportions of the
unamortized costs attributable to the various components.
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Unamortized Costs
Total: $91,222,897

B Program Costs M Net Lost Revenues  ® Shared Savings Incentive

A breakdown of the major cost components of this Filing and the development of the billing
factors are shown in Exhibit 1. The requested revenues from residential customers are
recovered from all residential ratepayers, while the non-residential revenues are recovered
from non-residential ratepayers that have not opted out of the programs.

ADVISORY GROUP

The SCE&G DSM Advisory Group (“Advisory Group”)? continues to meet on a regular basis
to discuss program updates, EM&YV data, portfolio planning and cost effectiveness results.
The Advisory Group met on April 18,2018, August 16,2018, and November 15, 2018. During
the April 2018 meeting, SCE&G presented their plan to conduct a DSM Potential Study in
order to update their DSM portfolio of programs for 2020 and beyond. The study began in
June 2018 and SCE&G estimates a completion date in June 2019 with portfolio
recommendations.

2 The Advisory Group was formed in accordance with Order No. 2010-472 and includes one representative
each from the industrial sector, commercial sector, environmental sector, State Low Income Home Energy
Assistance Program (LIHEAP) and ORS.
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EVALUATION, MEASUREMENT & VERIFICATION

In May 2018, the Company filed its EM&V Report for Program Year 7. The EM&V Report is
the basis for the latest true-ups of NLR and the SSI included in the Filing. To date, the
Company has utilized EM&V results to true-up NLR and the SSI for Program Years 1, 2, 3, 4,
5, 6 and 7. The EM&V Report for Program Year 8 should be available in May 2019, providing
data for true-ups of Program Year 8 in the January 2020 filing.

According to the Program Year 7 EM&V Report, the Company spent 99% of projected
Program Costs and achieved 82% of projected energy savings in Program Year 7. Three of
the Company’s eight ongoing programs achieved energy savings well in excess of forecast in
Program Year 7. The residential ENERGY STAR Lighting program and the EnergyWise for
your Business program provided over half of the energy savings. The following chart
illustrates the relative energy savings by program. The Company is forecasting strong energy
savings growth in Program Year 8.

Energy Savings by Program

_ Program Year 7
Neighborhood Energy

Efficiency Program
(7%)

Home Energy
Check-Up

(3%) Small Business

Energy Solutions

Appliance (12%)

Rea/;l;ng—— EnergyWise for
? Business
(50%)

Home Energy Reports
Heating & 11%
Cooling

(4%) ENERGY STAR Lighting

(9%)
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ESTIMATES USED IN THE FILING

For Program Years 8 and 9, all program avoided energy amounts, avoided capacity amounts,
NLR, and SSI are projections that were developed using the ICF International (“ICF”) DSM
Planning Model. Thus, all the dollar amounts in the Filing, with the exception of the program
costs in the Review Period and trued-up amounts in Program Year 7, are estimates. These
values and dollar amounts are to be trued-up in future filings based on EM&YV results. ORS
has reviewed the data and assumptions used in the ICF DSM Planning Model and tested
certain changes in the data and assumptions. ORS finds the ICF DSM Planning Model to have
produced reasonable estimates for the SCE&G DSM programs.

FORECASTED RETAIL SALES

The Company utilized its most recent short-term sales forecast to compute the DSM Rate
Rider in this Filing. This forecast is the same forecast SCE&G used during its 2019 Annual
Fuel Filing. As such, ORS is familiar with the methodology used to generate the sales forecast
and finds it to be a reasonable approach to establish rates.

ENERGY SAVINGS

The Company projects that during the Forecast Period the DSM programs will reduce annual
electric usage by 71,739 MWh. These are noteworthy savings and may provide SCE&G the
ability to avoid or defer outright power purchases or the construction of a portion of
required new generating facilities.

OprT-0OUTS

The Opt-Out Settlement Agreement allows all industrial customers to opt-out of the DSM
programs (and not pay the DSM Rate Rider) by notifying the Company in writing that the
customer does not wish to participate in the Company’s programs and has or will implement
alternative DSM programs at its own expense. Beginning with Program Year 4, large
commercial customers also have the ability to opt-out of the DSM programs in accordance
with the terms of the Settlement Agreement approved in Commission Order No. 2013-826.
At the end of Program Year 8, 434 large commercial and industrial accounts had opted-out
of SCE&G’s DSM programs, representing 25% of the Company’s retail electric load. This is a
slight increase over Program Year 7, in which 418 large industrial and commercial accounts
had opted-out, representing 25% of the Company’s retail electric load.

Page 9 of 10

L1 Jo 6 8bed - 3-/G-6102 # 194900 - 9SdOS - Wd L2:€ | 1dY 6102 - A3 114 ATIVOINOYLO3 13



DSM RATE RIDER

The following table compares previous DSM Rate Riders to those currently requested by
SCE&G:

Approved Approved Requested | Percent Change in
DSM Rider Class 2017 Rate 2018 Rate 2019 Rate 2019 over 2018
(¢/kWh) (¢/kWh) (¢/kWh) Rate
Residential 0.276 0.221 0.184 -17% H
Small General Service 0.202 0.259 0.274 +6% H
Medium General Service 0.197 0.182 0176 -3% H
Large General Service 0.149 0.095 0.093 H -2% H

The Company’s requested rate change would reduce the bill of an average residential
customer using 1,000 kWh per month by approximately $0.37.

CONCLUSION AND RECOMMENDATIONS

ORS is encouraged by the increased forecasted energy savings from the programs in Program
Year 9. In addition, the decreases in the residential, medium general service and large
general service rate riders are an indication that the Company is successfully managing the
costs of the DSM programs.

ORS finds the updated DSM Rate Rider to be developed in accordance with the terms and
conditions set forth in Commission Order Nos. 2010-472 and 2013-826.
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Program Costs:

Actual Balance of Program Costs as of November 30, 2018
One Year Amortization for Rate Calculation

Net Lost Revenues for December 1, 2016 through November 30, 2019

Cumulative Energy Savings (KWh)

Net Lost Revenue Factors (S/KWh)
Estimated Net Lost Revenues

True-up for Program Year 7

Net Lost Revenues for Rate Calculation

Shared Savings Incentive:

Cumulative Shared Savings Amortization through PY 9
True-up for Program Year 7
Shared Savings Amortization for Rate Calculation

DSM Rate Rider

Amortization of Program Costs

Net Lost Revenues

Amortization of Shared Savings Incentive
Total Requested Recovery

Projected Sales (GWh)

Exhibit 1
SCE&G Revenue Request for Demand Side Management Programs
For the Recovery Period of May 2019 - April 2020

Small Medium Large
Residential General Service General Service General Service Total
$34,696,455 $16,300,394 $8,580,654 $9,249,456 $68,826,959
$6,939,291 $3,260,079 $1,716,131 $1,849,891 $13,765,392
85,133,000 59,223,276 27,025,082 24,894,642 196,276,000

$0.09660 $0.08882 $0.06301 $0.03707
$8,223,848 $5,260,211 $1,702,850 $922,844 $16,109,753
(51,264,488) $783,488 (5177,384) (5374,921) (51,033,305)
$6,959,360 $6,043,699 $1,525,466 $547,923 $15,076,448
$544,366 $477,531 $231,932 $254,142 $1,507,971
($11,195) $33,796 ($35,530) ($31,144) ($44,073)
$533,171 $511,327 $196,402 $222,998 $1,463,898
$6,939,291 $3,260,079 $1,716,131 $1,849,891 $13,765,392
$6,959,360 $6,043,699 $1,525,466 $547,923 $15,076,448
$533,171 $511,327 $196,402 $222,998 $1,463,898
$14,431,822 $9,815,105 $3,437,999 $2,620,812 $30,305,738

7,827.2 3,581.1 1,956.2 2,824.4
| 0.184 0.274 0.176 0.093 |

DSM Rate Rider (¢/KWh)

L1 4o L) abed - 3-2G-610C #19%90Q - 0SHOS - Nd L2:€ L [Mdy 6L0Z - A4 ATIVOINOHLO3 T3



	2019 SCEG DSM Report (2019-57-E)
	Copy of Exhibit 1 (2019-57-E)

